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Time and incentive wae systems are the two broad 
payment pians under which most workers are paid. The 
Bureau of Labor Statistics collects information on the 
incidence of establishment practices such as methods of 
wace Payment as part of its regular industry wage survey 
prc gram initiated in 1959-60. In the manufacturing sector, 
about 50 nationwide studies are conducted and updated 
every 3 to 5 years.’ These studies represent fifteen of the 
twenty major groups comprising manufacturing and cover 
about one-third of the 14 million production and related 
workers in all manufacturing. 

Within each system of wage payment, the employer 
has several choices, e.g., between formal or informal rate 
structures, individual or group plans, and still more narrowly 
defined categories within each. To choose among these, 
especially in manufacturing industries, employers consider 
several factors, including the extent of worker Control over 
the pace of output, degree of product standardization, 
labor-management relationships and management preference. 
At times, more than one production worker plan operates 
in the same establishment and even within the same 
occupational classification. The overwhelming majority of 
workers are covered by time-rated plans, as shown in table 1. 


Time-rated workers. There are three major types of time- 
rated wage plans: Formal rate structures providing either 
{1) single rates or (2) a range of rates for individual job 
categories, and (3) informal plans within which pay rates 
are determined primarily by the qualifications of the 
individual worker. In a single rate structure, the same 
rate is paid al! experienced workers in the same job 
classification. In range-of-rate plans, the minimum, maxi- 
mum, or both of these rates are specifiec for experienced 
workers for the same job. Specific rates of individual 
workers within the range may be determined by merit, 
iength of service, or a combination of these. 
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Single-rate pay structures were by far the most common 
time-rated system among the manufacturing industries 
studied—covering more workers than either range-of-rate 
or individual rate plans in about 2 out of every 3 of the 51 
situations compared (table 1). Range-of-rate plans, however, 
covered more workers than the other time-rated systems in 
eight industry studies, including nonelectrical machinery. 
Informal rate setting for individual workers was the 
dominant time-rated system in seven industry studies, 
each with incentive systems covering the majority of 
their production work forces—hosiery (men’s and chil- 
dren’s), men’s apparel (shirts, separate trousers, suits and 
coats), work clothing, and footwear. 


Incentive workers. \Incentive workers are classified under 
two major plans in manufacturing establishments: (1) Piece- 
work for which a predetermined rate is paid for each unit 
of output, and (2) production bonuses for output over a 
quota or for completion of a task in less than standard 
time. Wage payments under both types of plans may be 
based on either individual or group performance.? Manu- 
facturing industries studied where incentive plans cover 
at least one-third of the production work force were 
basic stecl, women’s hosiery, cigars, fiber cans, leather 
tanning, pressed or blown glass (except containers), ceramic 
wall and floor tile, malleable iron foundries, and the 
seven mentioned previously. 

A special article in preparation will examine shifts in the 
incidence of various time-rated and incentive plans and 
how wage differentials between these systems relate to 
their incidence. 


1 
The machinery manufacturing sector has been studied 


since 1966 only in selected metropolitan areas. 

For an earlier study of incentive pay systems, see George L. 
Stelluto, “Report on incentive pay in manufacturing industries,” 
Montitly Labor Review, July 1969, pp. 49 53. 


Table 1. Method of wage payment in manufacturing 
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Table 1. Method of wage payment in manufacturing — Continued 
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Table 1. Method of wage payment in manufacturing — Continued 
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Table 1. Method of wage payment in manufacturing — Continued 
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Estimates of the number of production workers within the scope of the study and percentages based upon them are intended as a general guide rather than a precise measure of the size of 


the industry's work force and relative importance of wage payment plans in each industry. Nearly all incentive wage plane provide for a rate guarantee to workers if production standards are not 
met For this tabulation, all production and related workers eligible to receive incentive earnings have been counted as incentive-paid workers, regardless of whether or not they received earnings 
above guarantees. Plans such as Christmas or year end bonuses and profit sharing were not considered as incentive wage plans. 

> Industry studies nearly always have a minimum establishment size cutoff which may vary between studies for the sarme industry; establishments under the cutoff usually account for less than 
yme-tenth of the industry's work force and if included, would not affect substantially the percentages provided above Mimirpurn size cutoffs varied from none for cigarettes, synthetic fibers, and 
motor vehicles to 250 workers for basic iron and steel and shipbuilding; the most common minimum was 20 workers. 

Based on industry definitions in the 1957 and 1967 editions of the Standard Industrial Classification Manual prepared by the U.S. Office of Management and Budget (formerly, the U.S. Bureau of 

the Pudget 
Excludes ‘stint workers, those receiving a fimed daily rate for a predetermined amount of work regardicss of the time required to complete the tas*. 
Less than 0.5 percent 
Information by type of plan «as not tabulated for industries with less than 6 percent of the workers paid on a time or incentive basis. 
Includes data for other methods of incentive wage payment in addition to those shown separately. 
Information not available by type of wage payment. The steel industry uses piece or tonnage rates as well as production bonus plans. 
Information relates to 23 metropolitan areas studied. 
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1603 JFK Federal Building 


Government Center 
Boston Mass 02°C3 
Phone (617) 223-4:6) 


Region tl 
Suite 3400 
1515 Broadway 
New York N Y 10036 
Phone (212) 399-5405 


Region Ii! 
3535 Market Street 


PO Box 13309 
Philadeipnmia Pa 19101 
Phone (215) 596-1154 


Bureau of Labor Statistics 


Region IV 
1371 Peachtree Street NE 
Atlanta. Ga 30309 
Phone (404) 881-4418 


Region V 
9th Floor 
Federal Office Building 
230 S Dearborn Street 
Chicago. tli 60604 
Phone (312) 353-1880 


Region Vi 
Second Fioor 
555 Griffin Square Building 
Datias. Tex 75202 
Prone (214) 749-3516 


Regions Vil and Vili* 
911 Walnut Street 
Kansas City. Mo 64106 
Phone (616) 374-2481 


Regions IX and x** 
450 Golden Gate Avenue 


Box 36017 
San Francisco. Calif 94102 
Phone (415) 556-4678 


*Regions Vil and Vill are serviced 
by Kansas Cit 

** Regions IX anu X are serviced 
by San Francisco 
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